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- INDEPENDENT AUDITORSREPORT . ||

To the Honorable Mayor and Clty Councrl ,
Frult Herghts Clty | T

i * Fruit Helghts UT

We have audrted the accompanymg ﬁnancral statements of the govemmental actmtles the busrness-
- type activities and each major fund of Fruit Helghts City, Utah as of and for the year ended J ung¢ 30,
2006 ‘which collectrvely comprise the City's financial statemerits as 11sted in the table of contents.
These ﬁnanc1a1 statements are the responsibility of the City's management Our responsrblhty is to
eXpress art opmlon on these ﬁnancral statements based on our audit. )

We conduoted our audrt m accordance with auditing standards generally accepted in the Umted States' _
of Amenca and the standards applicable to financial audits contained in Government Auditing .
Standards issued’ by the Comptroller General of the Umted States. Those standards require that we .
plan and perfonn the audrt to obtain reasonable assurance about whether the- ﬁnanc1a1 statements are
free of material rmsstatemcnt An audit includes exammmg, on a test basis, ev1dence supportmg the
’amounts and drsclosures in the financial statements ‘An audit also includes assessmg the- accountlng
prmc1ples used and significant estimates made by management as well as evaluatmg the overall
ﬁnancral statement presentatron We beheve that our audit provrdes a reasonable ba51s for our
oplmon 'i-.! N - '

In our oplmon the ﬁnancral statements referred to above present fairly, in all material respects the
respectlve ﬁnanclal pos1t10n of the govemmental act1v1t1es the busmess-type activities, and each

- major fund of the C1ty as of June 30, 2006, and the respectlve changes in financial position and cash
ﬂows where apphcable, thereof for the year then ended i m conformlty wrth accountlng pnncrples
generally accepted in thc Umted States of Amerlca ' - :

'. --/

(In accordance w1th Governmem‘ Audztmg Standards We have also 1ssued a report dated December

' ? 15, 2006 on.our cons1derat10n of the Clty § mtemal control over ﬁnancral reportmg and. our tests of its
L "-jcomphance with certam prov1slons of laws, regulatlons contracts and, grants. That repbrt is.an

e mtegral part of an audlt performed in accordance wrth Government Audztzng Standards and should be
L 'rf_lcons1dered in assessmg the results of our audlt : S =

257 37th Street, Ogden, Utah 84405 TEL-(801) 399-5837 (801) 621-0721 FAX: (801)399-583%0
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The management's discussion and analysxs on pages 74 through 7 and budgetary companson B

' mformanon on pages’ 34 ’through 36 are not a required part of the financial statements, but are

supplementary mformatlon required by the accounting principles generally accepted in the United
States of Amenca “We have applied certain limited procedures, which consisted pnncxpally of

| lnqumes of management regarding the methods of measurement and presentation of the requlredk
A g '. supplementary mfonnauon ‘However, we did not audit the information and eXpress no, oplmon onit.

Our audlt was cqnducted for the purpose of formmg opinions on the ﬁnancxal statements that
collectlvely compnse Fru1t Heights City's basic financial statements The schedule of unpact fees
descnbed in the accompanymg table of contents is presented for purposes of additional analysis andis

. N not a requlred part of the basic financial statements. The schedule of i impact fees has not been
L subJected to the audltmg procedures applied in the audit of the, basw ﬁnanclal statements and -
o accordmgly, We eXpress no opinion on it. SR
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FRUIT HEIGHTS CITY

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDING JUNE 30, 2006

INTRODUCTION

The following is a discussion and analysis of Fruit Heights City’s financial performance and activities
for the fiscal year ending June 30, 2006.

HIGHLIGHTS

| Through the efforts of volunteers and the financial contribution of individuals and the City, a new

playground called Castle Heights was completed at Nicholls Park. Water line projects were started on
East Oaks and Green'Road. New storm drain projects were started on Green Road and Country Road.
The City continued its ongoing project of changing City manual water meters to radio signal meters
making meter reading faster; more efficient and more accurate. The City's sewer lines were all
transferred to Central Davis Sewer District effective January 1, 2006.

The assets of Fruit Heights City exceeded its liabilities at the end of the current fiscal year by
$11,348,496 (net assets). Of this amount, $2,051,283 (unrestricted net assets) is available to meet
ongoing obhgatlons to citizens and creditors.

Total net assets increased by $1,931,898. Governmental activities increased by $2,742,581 and
business-type activities decreased by $810,683.

The City's governmental funds reported combined ending fund balance of $1,252,462, an increase of
$886,598 compared to the prior years' ending amount. Of the combined total fund balance, $1,052,454,
$462,496 in the Genereal Fund and $589,958 in the Capital Projects Fund, is available for spending at
the discretion of the City (unreserved and undesignated fund balance). ‘

The unreserved and undesighated fund balance of the General Fund at June 30, 20035, totaling $462,496,

15 28.9% of the General Fund total revenues for the year and 43.9% of governmental unreserved and

undesignated fund balance. The General Fund, also has $157,633 of fund balance reserved for specific
purposes that will be carried over into the following fiscal year. The Capital Projects Fund has $42,375
of fund balance reserved for specific purposes that will be carried over into the following year.

During the year, total debt for Fruit Heights City increased by approximately $36,166.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is an introduction to the City’s Basic Financial Statements. The Ba51c
Financial Statements includes three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements.




Management's Discussion and Analysis

The government-wide financial statements are comprised of the Statement of Net Assets, and the
Statement of Activities. These two statements provide a broad overview of the City’s finances. The
Statement of Net Assets shows the overall net assets of the City. Increases and decreases in net assets
are one indicator of the City’s overall financial condition. The Statement of Activities helps to identify
functions of the City that are principally supported by taxes and other general revenues (governmental

- activities) along with other functions that are intended to recover all or most of their costs through user

fees and charges (business-type activities). Fruit Heights City’s business type activities are sewer,
water, solid waste and storm water.

The fund financial statements provide detailed information about individual major funds and not the
City as a whole. A fund is a group of related accounts that the City uses to keep track of specific
resources that are segregated for a specific purpose. Some funds are required by law to exist, while
others are established internally to maintain control over a particular activity. All of the City’s funds
are divided intd two types. The two types are Governmental Funds and Proprietary Funds.

A fund is defined as a fiscal and accounting entity with a self-balancing set of accounts recording cash
and other financial resources, together with all related liabilities and residual equities or balances, and
changes therein, which are segregated for the purpose of carrying on specific activities or attaining
certain objectives in accordance with special regulations, restrictions, or limitations.

Fruit Heights City has two Governmental Funds. The General Fund is the chief operating fund of the
City. All of the City’s activities are reported in the General Fund unless there is a compelling reason to
report an activity in some other fund type. The Capital Projects Fund is used to account for financial
resources to be used for the acquisition or construction of major capital facilities.

Fruit Heights City has four Proprietary Funds. The Enterprise Funds may be used to report any activity
for which a fee is charged to external users for goods or services. The Enterprise Funds are used to
report the same functions presented as business-type activities in the government-wide financial
statements. Fruit Heights City has four Enterprise Funds, the water fund, the sewer fund, the solid
waste fund and the storm water fund. An internal service fund is presented in a separate column in the
Proprietary Fund financial statements. Because these services predominantly benefit governmental
rather than business-type functions, they have been included within governmental activities in the
government-wide financial statements.

There are several differences between Government-Wide and Fund Statements. Capital assets and long-
term debt are included on the government-wide statements, but are not reported on the governmental
fund statements. Capital outlays result in capital assets on the government-wide statements, but are
expenditures on the governmental fund statements.



Management's Discussion and Analysis

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net Assets
Government Activities Business-type Activities Total
June 30 June 30 June 30 June 30 June 30 June 30
2006 2005 2006 2005 2006 2005
- Current and other assets $2,054,320 $1,083,261 $1,384,339 $1,486,034 $ 3,438,659 32,569,295
Capital assets 3,750,878 1,995,481 5,259,911 5,502,338 9,010,789 7,497,819
Total assets 5,805,198 3,078,742 6,644,250 6,988,372 12,449,448 10,067,114
Long-term liabilities
_outstanding 60,890 64,117 270,000 285,000 330,890 349,117
Other liabilities 180,211 193,109 589,851 108,290 770,062 301,399
Total liabilities 241,101 257,226 859,851 393,290 1,100,952 650,516
Net assets:
Invested in capital assets,
net of related debt. - 3,750,878 1,995,480 4,974,911 5,183,905 8,725,789 7,179,385
Restricted ' 200,008 190,702 371,416 422,899 571,424 613,601
Unrestricted 1,613,211 635,334 438,072 988,278 2,051,283 - 1,623,612
Total net assets $5,564,097 $2,821,516 $5,784,399 $6,595,082 $ 11,348,496 $9,416,598

The largest component of the City’s net assets, 76.9%, reflects investments in capital assets (land,
buildings, equipment, and infrastructure) less all outstanding debt that was issued to buy or build those
assets. As capital assets, these resources are not available for future spending, nor can they all be readily
liquidated to pay off the related liabilities.

Restricted net assets comprise 5.0% of total net assets and are subject to external restrictions on how they
may be used. The remaining 18.1% of net assets is unrestricted and may be used at the City’s discretion
to meet its ongoing obligations to citizens and creditors.




Management's Discussion and Analysis

Governmental Activities and Business Type Activities

Changes in Net Assets
' Government Activities Business-type Activities Total
June 30 June 30 June 30 June 30 June 30 June 30
2006 2005 2006 2005 2006 2005
Revenues:
Program revenues:
Charges for services $ 579,828 $ 409,774 $1,322,519 $1,522,939 $ 1,902,347 $1,932,713
Operating grants and
contributions 169,071 151,475 - - 169,071 151,475
Capital grants and
contributions 24,476 85,691 30,000 2,297,523 54,476 2,383,214
General revenues:
Property taxes 387,383 307,659 - - 387,383 307,659
Other taxes 485,287 443,679 - - 485,287 443 679
Grants and contributions not
restricted to specific programs
Other 2,424,267 18,878 (1,041,539) 23,819 1,382,728 42,697
Total revenues 4,070,312 1,417,156 310,980 3,844,281 4,381,292 5,261,437
Expenses:
General government 614,973 571,751 - - 614,973 571,751
Public safety 286,768 324,580 - - 286,768 324,580
Highways and public
iinprovements 286,971 310,982 - - 286,971 310,982
' Parks and recreation 139,019 144,390 - - 139,019 144,390
Solid waste - - 286,990 262,288 286,990 262,288
Storm sewer ‘ - - 124,150 56,425 124,150 56,425
Water _ - - 409,625 367,147 409,625 367,147
Sewer - - 300,898 333,541 300,898 333,541
Total expenses ' 1,327,731 1,351,703 1,121,663 1,019,401 2,449,394 2,371,104
Increase in net assets 2,742,581 65,453 (810,683) 2,824,880 1,931,898 2,890,333
Net assets-beginning 2,821,516 2,756,063 6,595,082 3,770,202 9,416,598 6,526,265
Net assets-ending $5,564,097 $2,821,516 $5,784,399 $6,595,082 $9,416,598

Governmental Activities

$ 11,348,496

The activities in the governmental funds resulted in an increase in net assets of $2,742,581 for the year.

Business-Type Activities

" The business-type activities decreased net assets by $810,683. The sewer, water and storm water

enterprise funds are generating sufficient revenue to cover operating costs. The solid waste enterprise
fund did not generate sufficient revenue to cover operating costs. The majority of the decrease was a

‘result of transferring all sewer lines to Central Davis Sewer District.




Management's Discussion and Analysis

'FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS

Fund Balances

The fund balance in the General Fund was increased by $284,673. The fund balance in the Capital
Projects Fund increased by $601,925. The net assets in the Enterprise Funds decreased by $810,683.

Capital Assets

Fruit Heights City added $1,865,116 in new capital assets in governmental activities during the fiscal
year. The following assets were acquired or constructed: Castle Heights playground $107,471,;

Infrastructure $1,757,645.

Long-Term Debt

The City currently owes $285,000 for a municipal revenue obligation in the form of a promissory note.
The proceeds from the note were used to finance the City’s construction of a secondary water system for
a portion of the City. $15,000 of the debt will be paid in the current year with $270,000 remaining in
long-term debt. Special assessment collections will be used to pay this obligation.

General Fund Budgets

Fruit Heights Clty prepares its budget according to state statutes. The General Fund Budget was adjusted
during the year.

Actual General Fund revenues were $238,097 above the original budget and $228,097 above the final
adjusted budget. Actual General Fund expenses before transfers were $237,119 below the original
budget and $259,119 below the final adjusted budget.

ADDITIONAL INFORMATION

This financial report is designed to provide our citizens, taxpayers, and creditors with a general overview
of Fruit Heights City’s finances and to demonstrate the City’s accountability for the money it receives.
Questions concerning any of the information provided in this report or any other matters related to the
City's finances should be addressed to Fruit Heights City, 910 South Mountain Road, Fruit Helghts City,
Utah 84037.



FRUIT HEIGHTS CITY

STATEMENT OF NET ASSETS
JUNE 30, 2006

Primary Government
Governmental Business-type

‘ . Activities Activities Total
ASSETS
Cash and cash equivalents $ 1,323,956 $ 591,913 $ 1,915,869
Restricted cash 200,008 371,416 571,424
Restricted cash - subdivider guarantee deposits 55,742 - 55,742
Accounts receivable 7,043 224,024 231,067
‘Special assessments receivable - 139,154 - 139,154
Due from other governmental units 487,575 - 487,575
Internal balances . (20,004) 20,004 -
Prepaid expenses - 37,828 37,828
Capital assets (net of accumulated depreciation): '
Land ' 855,498 98,783 ' 954,281
Work in progress - 480,806 480,806
Buildings 641,323 - 641,323
Improvements . 2,065,360 4,632,846 6,698,206
Machinery and equipment 187,709 31,361 219,070
Water rights 988 16,115 17,103
TOTAL ASSETS : 5,805,198 6,644,250 12,449,448
LIABILITIES
Accounts payable 45,829 426,197 472,026
Retainage payable - 30,400 30,400
Deposits ' 78,640 - 78,640
Subdivider guarantee deposits : 55,742 118,254 173,996
Non-current liabilities:
Due within one year - 15,000 15,000
Due in more than one year 60,890 270,000 330,890
TOTAL LIABILITIES ‘ ‘ 241,101 859,851 1,100,952
NET ASSETS :
Invested in capital assets, net of related debt ‘ ' 3,750,878 4,974,911 8,725,789
Restricted for: . .

. Class "C" roads : ' - 149,389 - 149,389
Parks impact fees , | 42,375 . - 42,375
'Emergency preparedness 8,244 ' - 8,244
Impact fees , - 103,764 103,764
‘Special assessment ‘ - 267,652 267,652

Unrestricted 1,613,211 438,072 2,051,283
TOTAL NET ASSETS - $ 5,564,097 $ 5,784,399 $ 11,348,496

The accompanying notes are an integral part of these statements.
g v
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FRUIT HEIGHTS CITY
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2006
| Capital Total
General Projects Governmental
Fund Fund Funds
ASSETS
Cash and cash equivalents . $ 442,806 $ 594,575 - $ 1,037,381
Restricted cash 157,633 42,375 200,008
Restricted cash - subdivider guarantee deposits 55,742 - 55,742
Accounts receivable 7,043 - 7,043
Due from other governmental units 487,575 - 487,575
Total assets $1,150,799 $§ 636950 S 1,787,749
LIABILITIES 'AND FUND BALANCES
Liabilities: ‘
Accounts payable $ 41,121 $ 4,617 $ 45,738
Customer deposits 78,640 - 78,640
Subdivider guarantee deposits 55,742 - 55,742
Deferred revenues 355,167 - 355,167
Total liabilities - 530,670 4,617 535,287
Fund balances:
Reserved for:
~ Class "C" Roads 149,389 - 149,389
- Park impact fees - 42,375 42,375
Emergency preparedness 8,244 - 8,244
Unreserved, reported in:
‘Capital projects fund - 589,958 . 589,958
- General fund 462,496 - 462,496
Total fund balarfces 620,129 632,333 1,252,462
Total liabilities and fund balances $1,150,799 $ 636,950 $ 1,787,749

The accompanying notes are an integral part of these statements.



FRUIT HEIGHTS CITY

JUNE 30, 2006

‘Total fund balances - governmental ﬁxnds:

Amounts reported for governmental activities in the Statement of

- Net Assets are different because:

Capital assets used in governmental activities are not
financial resources and, therefore, are not reported
in the funds.

Land

Water rights

Buildings

Improvements

Machinery and equipment
Accumulated depreciation

- Internal service funds are used by management to charge the
costs of the vehicle and equipment fund to individual funds.
The assets and liabilities of the Internal Service Fund are
included in governmental activities in the Statement of
Net Assets.

Long-term liabilities, including compensated absences are not
due and payable in the current period and therefore are not
reported in the governmental funds, but they are reported
in the Statement of Net Assets.

Compensated absences

Earned and unavailable revenue is shown as a liability until
available in the funds.

Net assets of governmental activities

11

.RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS
o - TO THE STATEMENT OF NET ASSETS

$ 1252462
855,498
988
884,267
2,193,493
87,273
(413,188)
3,608,331
409,027
(60,890)
355,167
$  5.564,097

The accompanying notes are an integral part of these statements.




FRUIT HEIGHTS CITY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
: - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2006

Capital Total
General Projects Governmental
Fund Fund Funds
REVENUES
Taxes |
- Property taxes $ 338231 $ - $ 338,231
Sales taxes 424,313 - 424313
" Fees-in-lieu of taxes - 60974 - 60,974
Licenses and permits 228,867 - 228867
Intergovernmental 169,071 - - 169,071
Charges for services - 277,461 - 277,461
Fines and forfeitures 73,500 - 73,500
Miscellaneous revenué 27,429 257,028 284,457
Total revenues - 1,599,846 257,028 1,856,874
EXPENDITURES |
Current: | : ‘
General government 581,639 - 581,639
Public safety : 286,769 - 286,769
" Highways and public improvements : 286,971 - 286,971
Parks and recreation 120,794 - 120,794
Capital outlay:
Capital projects - 107,470 107,470
Total expenditures 1,276,173 107,470 1,383,643
Excess (deficiency) of revenues over
expenditures , 323,673 149,558 473,231
Other financing sources (uses) : | ‘
Transfers in - 452,367 452,367
Transfersout - (39,000) (39,000)
Total other financing sources and uses (39,000) 452,367 413,367
* Net change in fund balances o 284,673 601,925 886,598
Fund balances - beginning of year 335,456 30,408 365,864
Fund balances - end of year $ 620,129 $ 632,333 $ 1,252,462

The accompanying notes are an integral part of these statements.
12 '




FRUIT HEIGHTS CITY

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
- CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2006

Amounts reported for governmental activities in the Statement of
Activities are different because:

Net changes in fund balances - total governmental funds : $ 886,598
Governmental funds report capital outlays as expenditures.

However, in the Statement of Activities the cost of those

.assets is allocated over their estimated useful lives and

reported as depreciation expense. This is the amount by

which capital outlays exceeded depreciation in the current

period.
Park improvements $ 107,472
Depreciation expense ‘ (47,092) 60,380

Donations of capital assets increase Net Assets in the
Statement of Activities, but do not appear in the
funds because they are not financial resources.
Infrastructure \ 1,757,645
Depreciation expense (17,576) 1,740,069

Revenues in the Statement of Activities that do not provide

current financial resources are not reported as revenues

in funds.

Property taxes assessed in January are considered earned

revenue for the government-wide financial statements, while

governmental funds do not consider it as revenue until

available to provide current resources.
2006 property tax assessment : 355,167 C
2005 property tax assessment  (306,015) 49,152

Internal service funds are used by management to charge the
costs of the vehicle and equipment fund to individual funds.
The net revenue of certain activities of the Internal Service
- Fund is reported with governmental activities. ‘ 9,882

The net effect of various miScellaneous transactions involving
capital assets (i.e. sales, trade-ins, and donations) is to
decrease net assets. - : . A (6,727)

Some governmental fund expenditures reflect payments related
to prior periods and are not reported as expenditures
in the government-wide Statement of Activities. 3,227

Change in net assets of govei'nmental activities - ‘ | $ 2,742,581

The accompanying notes are an integral part of these statements.
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FRUIT HEIGHTS CITY
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
-JUNE 30, 2006
Governmental-
Type
Business-Type Activities - Enterprise Funds Activities
Solid Storm Internal
: : Water Sewer Waste Water Total Service Fund
ASSETS
Current assets:
Cash and cash equivalents $ 338,195 § 27,069 $ 61,544 § 165,105 $ 591,913 $ 286,575
Accounts receivable 39,745 35,104 28,661 120,514 224,024 -
Special assessments receivable 139,154 - - - 139,154 -
Prepaid water 37,828 - - - 37,828 -
Total current assets 554,922 62,173 90,205 285,619 992l,9 19 286,575
Noncurrent assets: | -
Restricted cash and cash equivalents 371,416 - - - 371,416 -
Fixed assets _ 4,772,075 20,396 - 1,337,145 6,129,616 501,051
Less: Accumulated depreciation (835,364) (8,787) - (25,554) (869,705) (358,503)
Total noncurrent assets 4,308,127 11,609 - 1,311,591 5,631,327 142,548
‘Total assets 4,863,049 73,782 90,205 1 ,597,210 6,624,246 429123
LIABILITIES
- Current liabilities:
Accounts payable 134,602 23,625 20,392 240,800 419,419 92
Retainage payable 15,200 - - 15,200 30,400 -
Revenue bonds payable. 15,000 - - - 15,000 -
Sewer impact fees - - 6,778 - - 6,778 -
Deposits - : 1,500 4,000 - 112,754 118,254 -
Total current liabilities 166,302 34,403 20,392 368,754 589,851 92
Noncurrent liabilities: '
Revenue bonds payable 270,000 - - - 270,000 -
Total liabilities ‘ 436,302 34,403 20,392 368,754 859,851 92
NET ASSETS
Invested in capital assets,
net of related debt ' 3,651,711 11,609 - 1,311,591 4,974,911 142,548
Restricted - Special assessment 267,652 - - - 267,652 -
Restricted - Impact fees 103,764 - - - 103,764 -
Unrestricted ‘ 403,620 27,770 69,813 (83,135) 418,068 286,483
. Total net assets $ 4,426,747 _ $ 39379 § 69,813  § 1,228,456 5,764,395 § 429,031
Adjustment to reflect the consolidation of Internal Service Fund activities related to
enterprise funds 20,004
Net assets of business-type activities ' $ 5,784,399




. FRUIT HEIGHTS CITY
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
JUNE 30, 2006
Governmental-
Type
Business-Type Activities - Enterprise Funds Activities
Solid Storm Internal
Water Sewer Waste Water Total Service Fund
OPERATING REVENUE
Charges for ‘service $§ 372545 § 383,121 § 263012 § 82,966 $ 1,101,644 § 95,200
 Connection fees : 5,015 21,500 - - 26,515 -
Impact fees . 108,501 - - 63,730 172,231 -
Other o : 16,953 5,176 - - ©22,129 -
-Total operating revenue 503,014 409,797 263,012 146,696 ‘ 1,322,519 95,200
OPERATING EXPENSES |
Operation and maintenance 43,234 3,796 2,798 36,023 85,851 47,563
Sewage treatment . ' - 236,019 - - 236,019 -
Source of supply : : 75,266 - - 75,266 -
Power and pumping ‘ 11,659 : - - - 11,659 -
Depreciation - : 90,015 21,053 - 14,998 126,066 38,322
General expense : 34,681 34,681 34,681 34,681 138,724 -
Salaries o 74,658 - - 21,858 96,516 _ -
Employee benefits . : 38,144 - - 11,240 49,384 -
Waste collection j - - 85,591 - 85,591 -
‘Waste disposal - - - - 163,920 _ - 163,920 -
Vehicle operation. : 31,416 6,664 - 6,664 44,744 -
Total operating expenses 399,073 302,213 286,990 125,464 1,113,740 85,885
Operating income (loss) 103,941 107,584 (23,978) 21,232 208,779 9,315
NONOPERATING REVENUE '
EXPENSES -
Loss on disposition of capital assets - (1,529,051) - - (1,529,051) -
Interest revenue . : . 36,654 14,353 3,688 11,983 66,678 9,330
Interest expense , (16,686) - - - (16,686) -
Total non operating ‘reve‘nue ; ' ' | . | '
B and_expenseé 19,968 (1,514,698) 3,688 © 11,983 " (1,479,059) 9,330
Income (loss) before contributions . e ‘
and trans_fers ‘ ‘ . 123,909 (1,407,114) (20,290) 33,215 (1.,270,_280) 18,645
Capital contributions 417,467 : . 446,734 864,201 .
* Transfers out : - . (413367) - - (413,367) -
Changes in net assets T 541376 (1,820481) (20,290) 479,949 (819,446) 18,645
Net assets - beginning = - 3,885,371 - 1,859,860 - 90,103 748,507 410386
Net assets - ending $ 4426747 $ 39379 § 69,813 $.1,228,456 | § 429,031
Adjustment to reflect the consolidation of Internal Service Fund activities related to
enterprise funds , 8763
Change in net assets of business-type activities $ (810,683)

The accompanying notes are an integral part of these statements.
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FRUIT HEIGHTS CITY

STATEMENT OF CASH FLOWS
. PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2006

Business-Type

Cash Flows From Operating Activities
" Receipts from customers
Payments to employees’
Payments to suppliers
Payments for interfund services used
‘Receipts for impact fees
. Receipts for connection fees

Net cash provided (used) by
operating activities

Cash Flows From Noncapital Financing
Activities _
Transfers to other funds

Net cash provided (used) by
noncapital financing activities

Cash Flows From Capital and Related
Financing Activities
Contributed revenues
Principal paid on capital debt
Interest paid on capital debt
. Purchases of capital assets

Net cash provided (used) by capital
and related financing activities

Cash Flows From Investing Activities
Interest and dividends received

Net cash provided (used) by
. investing activities

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents, July 1

Cash and cash equivalents, June 30

Activities

Solid Storm Internal
Water Sewer Waste Water Total Service Fund
$ 415089 § 402845 § 263,553 § 171,848 1,253,335  § -
(74,658) . - (21,858) (96,516) -
(168,108) (240,508) (252,172) (44,844) (705,632) 47471)
(66,097) (41,345) (34,681) (41,345) (183,468) 95,200
108,501 - - 63,730 172,231 -
5,015 21,500 - - 26,515 -
219,742 142,492 (23,300) 127,531 466,465 47,729

- (413,367) - - (413,367) -

- (413,367) - - (413,367) -

- - - 30,000 30,000 -
(33,433)" - - - (33,433) -
(16,686) - - - (16,686) -

(52,561) - - (237,345) (289,906)

(102,680) - - (207,345) (310,025) -
36,654 14,354 3,688 11,983 66,679 9,330
36,654 14,354 3,688 11,983 66,679 9,330

153,716 (256,521) (19,612) (67,831)‘ (190,248) 57,059
555,895 283,590 81,156 232,936 1,153,577 . 229,516
$ 709611 § 27,069 § 61,544 8 165,105 963,329 $ 286,575

The accompanying notes are an integral part of these statements.
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FRUIT HEIGHTS CITY

STATEMENT OF CASH FLOWS (CONTINUED)
PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Business-Type

Activities
Selid Storm Internal
_ : Water Sewer Waste Water Total Service Fund
Reconciliation of Operating Income
to Net Cash Provided (Used) by
Operating Activities:
Operating income (loss) $§ 103941 § 107584 § (23,978) $ 21,232 § 208,779 $ 9,315
Adjustments to reconcile operating
income to net cash provided (used)
by operating activities:
Depreciation expense 90,015 21,053 - 14,998 126,066 38,322
(Increase) decrease in prepaid
expense v (2,541) - - - (2,541) -
(Increase) decrease in accounts
receivable : 25,491 7,770 541 1,011 34,813 -
Increase (decrease) in accounts
payable : 2,736 6,085 137 2,419 11,377 92
Increase (decrease) in deposits 100 - - 87,871 87,971 -
- Total adjustments 115,801 34,908 678 106,299 257,686 38,414
Net cash provided (used) by operating
activities _ $ 219742 § 142492 $ (23,300) $ 127531 $ 466,465 $ 47,729
Noncash Investing, Capital and
Financing Activities:
- Contributed capital assets from
developers ‘ $ 417467 $ - 3 - $ 416,734

$§ 834201 % -

' The accompanying notes are an integral part of these statements.
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FRUIT HEIGHTS CITY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Fruit Heights City, Utah conform in all material respects to generally accepted accounting

- principles (GAAP) as applicable to governments. The City has adopted the provisions of the Governmental

Accountmg Standards Board (GASB). Preparation of the financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts and disclosures in the financial
statements.

The following is a ‘sumr'nary of the more significant policies and is presented to assist the reader in interpreting the

financial statements and other data in this report. These policies, as presented, should be v1ewed as an integral part of

the accompanying ﬁnanc1a1 statements.

A,

Reporting Entity

Fruit Helghts City was mcorporated in the State of Utah. The City operates under a Council/Mayor form of
government and provides the following services as authorized by its charter: Public safety, public utilities,
highways and streets, social services, culture-recreation, public 1mprovements planning and zoning, and
general administrative services.

The crltena set forth by generally accepted accounting principles (GAAP) was used to determine which entities
to include in this report. GASB Concepts Statement-1 (Objectives of Financial Reporting) concludes that the
basic foundation for governmental financial reporting is accountability. The Concepts Statement asserts that
accountability requires governments to answer to the citizenry - to justify the raising of public resources and the
purposes for which they are used. In tumn, the concept of accountability becomes the basis for defining the
financial reporting entity. Under GASB-14 (The Financial Reporting Entity) the financial reporting entity
consists of the following:

1. The primary government
2. Organizations for which the primary government is financially accountable

3. Other organizations that, because of the nature and significance of their relationship with the primary
government, exclusion from the reporting entity would render the financial statements misleading or -
incomplete.

- Blended component units, although legally separate entities, are in substance part of the government’s

operations. They are reported as part of the primary government and blended with the appropriate funds. The
City has the following component units.

Fruit Heights City Municipal Building Authority. The Fruit Heights City Municipal Building Authority's
governing board is appointed by the government's governing body. The City created a building authority in the
form of a non-profit corporation under the Utah Municipal Building Authority Act for the purpose of acquiring,
improving, or extending one or more projects, as defined in the Act, and to finance their costs on behalf of the
City in accordance with the procedures and subject to limitations of the Act. There was no activity in the
current year.

Government-wide and Fund Financial Statements

The City’s basic financial statements consist of both government-wide statements and fund statements. The
government-wide statements focus on the City as a whole, while the fund statements focus on individual funds.
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FRUIT HEIGHTS CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B.

Government-wide and Fund Financial Statements (Continued)

Government-wide Financial Statements

The government-wide statements present information on all non-fiduciary activities of the primary government.
Primary government activities are distinguished between governmental and business-type activities.
Governmental activities generally are financed through taxes, intergovernmental revenues, and other non-

- exchange revenues. Business-type activities are financed in whole or in part by fees charged to external parties

for goods or services.

The Statement of Net Assets presents the City’s non-fiduciary assets and liabilities, with the difference reported
as net assets. Net assets are restricted when constraints placed upon them are either externally imposed or are
imposed by constitutional provisions or enabling legislation. The Statement of Activities demonstrates the
degree to which the direct expenses of a given function or segment are offset by program revenues. Direct
expenses are those that are clearly identifiable within a specific function. The City does not allocate general
government (indirect) expenses to other functions. Program revenues include: 1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given
function; and 2) grants and contributions that are restricted to meeting the operational or capital requirements
of a particular function. Taxes and other revenues not meeting the definition of program revenues are reported
as general revenues.

Fund F, inancial Statements

The financial transactions of the City are recorded in individual funds. A fundisa separate accounting entity
with a self-balancing set of accounts. Fund accounting is used to demonstrate legal compliance and to aid
financial management by segregating transactions related to certain government functions or activities.
Statements are provided for governmental funds and for proprietary funds For governmental and proprietary
funds, the emphasis is on major funds , with each displayed in a separate column.

The City reports the following major governmental funds:

General Fund -  This fund is the principal operating fund of the City. It is used to account for all
financial resources not required to be accounted for in another fund.

Capital Projects Fund - This fund accounts for financial resources to be used for the construction of
major capital projects.

- The City reports the following major proprietary funds:

Sewer Fund - The sewer fund is used to account for operations of the sewer system, (a) that are financed
‘ and operated in a manner similar to private business enterprises, where the intent of the
governing body is that the cost (expenses, including depreciation) of providing goods or
services to-the general public on a continuing basis be financed or recovered primarily
through user charges; or (b) where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for
capital maintenance, public policy, management control, accountability, or other purposes.
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FRUIT HEIGHTS CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Government—wide and Fund Financial Statements (Continued)

Water Fund - The water fund is used to account for operations of the water system, (a) that are financed

and operated in a manner similar to private business enterprises, where the intent of the
governing body is that the cost (expenses, including depreciation) of providing goods or
services to the general public on a continuing basis be financed or recovered primarily
through user charges; or (b) where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for
capital maintenance, public policy, management control, accountability, or other purposes.

Solid Waste Fund - The solid waste fund 1s used to account for operations of the solid waste system, (a) that
' are financed and operated in a manner similar to private business enterprises, where the

intent of the governing body is that the cost (expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the governing body has decided
that periodic determination of revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control, accountability, or
other purposes.

(a) that are financed and operated in a manner similar to private business enterprises,
where the intent of the governing body is that the cost (expenses, including depreciation)
of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges; or (b) where the governing body has decided
that periodic determination of revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control, accountability, or
other purposes.

Additionally, the City reports the following fund type:

Internal Service Fund - The internal service fund is used to account for the operating costs of vehicles and
| equipment charged to the other departments or funds. The internal service fund primarily
benefits the governmental funds and is included as part of governmental-type activities in
the government-wide financial statements. The net profit or loss on the internal service
fund operations is allocated to the functions that benefited from the goods or services
provided on the basis of their proportionate benefit. This technique is commonly known
as the look-back approach to internal service fund consolidations on the government-wide

* . financial statements.
C.  Measurement Focus and Basis of Accounting

The government-wide financial statements are prepared using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when the
related liability is incurred, regardless of the timing of the cash flows. Taxes and fees are recognized in the
'year in which the related sales or other activity has occurred: Grants and similar items are recognized as
revenue when all eligibility requirements have been met. -

| |
' Storm Water Fund - The storm water fund is used to account for operations of the storm water system,
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FRUIT HEIGHTS CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
~ JUNE 30, 2006

‘ NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C.

Measurement Focus and Basis of Accountmg (Continued)

* The governmental fund financial statements are prepared and reported using the current financial resources

measurement focus and the modified accrual basis of accounting. Revenues are recognized when they are both
measurable and available. Expenditures are generally recorded when the related liability is incurred.

Proprietary funds separate operating and non-operating revenues and expenses. Operating revenues and
expenses normally arise from providing goods and services in connection with the fund's normal ongoing
operations. The principal sources of operating revenues for the proprietary funds are charges to customers for
goods and services. Operating expenses include the cost of sales and services, administrative overhead
expenses and depreciation on capital assets. All other revenues or expenses are recorded as non-operating.

The City has adopted GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and
Other Governmental Entities that use Proprietary Fund Accounting . Accordingly, the City has elected to
apply all applicable GASB pronouncements as well as Financial Accounting Standards Board (FASB)
pronouncements and Accounting Principles Board (APB) Opinions issued on or before November 30, 1989,
unless those pronouncements conflict with or contradict GASB pronouncements. Consequently, the City does
not apply FASB pronouncements issued after November 30, 1989. :

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payments to the General Fund by various enterprise funds for
providing administrative and billing services for such funds. Elimination of these charges would distort the
direct costs and program revenues reported for the various functions concerned.

Assets, Liabilities, and Fund Balances/Net Assets

The followmg are the City’s significant policies regarding recognition and reporting of certain assets liabilities,

~ and equity.

Pooled Cash and Temporary Investments

Unrestricted and restricted cash balances of both funds are combined to form a pool of cash which is managed

by the City Treasurer. Utah State Statutes allow for investments in the Utah Public Treasurer’s Investment

Fund and Utah Money Management Act (UMMA) approved financial institutions. The UMMA provides for a
committee to evaluate financial institutions and provide a list of those qualified as depositories for public funds,
including the amount they are authorized to maintain over and above insured amounts. The City Treasurer
invests unrestricted and restricted cash with the Utah Public Treasurer’s Investment Fund and with local
financial institutions. Investments in the pooled cash fund consist primarily of certificates of deposit,
repurchase agreements, and time deposits and are carried at cost which approximates market value. Interest
income earned as a result of pooling is distributed to the appropriate funds based on month end balances of
cash. The City considers all highly 11qu1d investments to be cash equivalents if they have a maturity of three
months or less when purchased. :

- Inventories

No significant inventories are maintained by the City, therefore none are reflected in these statements.

Restricted Assets
Certain resources set aside as reserves in accordance with council resolutions and State statutes are classified as
restricted assets on the balance sheet because their use is limited.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
D.

FRUIT HEIGHTS CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
. JUNE 30, 2006 |

Assets; Liabilities, and Fund Balances/Net Assets (Continued)

Capital Assets
General capital assets are not capitalized in the governmental funds used to acquire or construct them. Instead,
capital acquisition and construction are reflected as expenditures.

Capital assets are reported in the governmental column in the government-wide financial statements. All
purchased fixed assets are valued at cost or estimated historical cost. Donated fixed assets are valued at their
estimated fair market value on the date received. The costs of normal maintenance and repairs that do not add
to the value of the asset or materially extend asset lives are not capitalized. Improvements are capitalized and
depreciated over the remaining useful lives of the related capital assets, as applicable. Capital assets are
defined as assets with an initial, individual cost of more than $5,000.

Infrastructure capital assets which are newly constructed are capitalized.

Depreciation of all exhaustible capital assets is charged as an expense in the related program. Accumulated
depreciation is reported on the Statement of Net Assets. Depreciation has been provided over the estimated
useful lives using the straight-line method. The estimated useful lives are as follows:

Buildings 30-50 years Equipment 5-10 years
Improvements 10-50 years ' Infrastructure  25-40 years

- Long-term Obligations

In the government-wide statements, long-term debt obligations are reported as liabilities.

The face amount of debt issued is reported as other financing sources in the governmental fund financial
statements.

Net Assets/Fund Balances
The difference between assets and liabilities is net assets on the government-wide statements, and fund
balance on the governmental fund statements.

In the governmental fund statements, fund balances are classified as reserved or unreserved. Reserves represent
these portions of fund balance that are not available for expenditures or are legally segregated for a specific
future use. Unreserved fund balances are available for future appropriation, though some portions may be
designated to represent management’s tentative plans for specific future uses.

Revenues and Expenditures

The following are the City’s significant policies related to recognition and reportmg of certain revenues,
expenditures, and interfund activity.

Revenue Availability

Under the modified accrual basis of accounting, revenues are considered to be “available” when they are
collected within the current period or expected to be collected soon enough thereafter to pay liabilities of the
current period. The City considers property tax revenues to be available if they are collected within 60 days
after the end of the current year. Grants and similar items are recognized as revenue when all eligibility
requirements have been met. All other revenues, including sales taxes, are considered to be available if they are
collected within 60 days after year-end.
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FRUIT HEIGHTS CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2006

- NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
E.

Revenues and Expenditures (Continued)

Statement of Governmental Accounting Standards (SGAS) No. 33, Accounting and Financial Reporting for

- Non-exchange Transactions , defines a non-exchange transaction as one in which "a government either gives

value to another party without directly receiving equal value in exchange or receives value from another party
without directly giving equal value in exchange." For property taxes, at January 1 of each year (the assessment
date), the City has the legal right to collect the taxes, and in accordance with the provisions of the new

~ statement, has now recorded a receivable and a corresponding deferred revenue for the assessed amount of
. those property taxes as of January 1, 2006.

Expenditure Recognition

In governmental funds, expenditures are generally recorded when the related liability is incurred. However,
debt service.expenditures, as well as expenditures related to claims and judgments, are recorded only when
payment is due. Capital asset acquisitions are reported as expenditures, and proceeds of long-term debt and
acquisitions under capital leases are reported as other financing sources.

When an expenditure is incurred for purposes for which both restricted and unrestricted resources are available,
the City generally uses restricted resources first, then unrestricted resources.

Budgets and Budgetary Accounting

- Budgets are adopted on a basis consistent with generally accepted accounting principles. Annual appropriated

budgets are adopted for both the General Fund and Capital Projects Fund. All annual appropnatwns lapse at
the fiscal year end. Encumbrance accounting is not used by the City.

Summary of City Budget Procedures and Calendar

1. The City Council can amend the budget to any extent, provided the budgeted expenditures do not exceed
budgeted revenues and appropriated fund balance.

2. Budgets are required by the State of Utah for both the General and Capital Project Funds.
3. Each year the City publishes a separate budget document prepared according to this legal level of control.

4. The City’s budget is a Financial Plan of all estimated revenues and all appropriations for expenditures.

" Revenues and E)gpenditufes must balance for the funds required by the State Code as indicated in item 2 above.

5. A tentative budget is presented by.the Mayor to the City Council by the first regularly scheduled council
meeting in May. The tentative budget is reviewed and tentatively adopted by the Council no later than June 22.

6. The tentative budget is a public record and is available for inspection at the City offices for at least ten days
prior to adoption of the final budget.

7. Notice of public hearing on adoption of the final budget is published seven days prior to the public hearing.

8. The public hearing on the tentatively adopted budget is held no later than June 22. Fmal adjustments are
made to the tentative budget by the Council after the public hearing.

9. Occasionally the City Council will exercise their option to open the budget to indicate additional financing
sources that become available.
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FRUIT HEIGHTS CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
'JUNE 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F.

Budgets and Budgetary Accounting (Continued)

" Summary of City Budget Procedures and Calendar (Continued)

10. The final budget is adopted by ordinance before June 22 and a copy of the budget certified by the Budget
Officer is filed with the State Auditor within thirty days of adoption.

11. In connection with budget adoption:
‘2. Anannual tax ordinance establishing the property tax rate is adopted'before June 22,

b. The City Treasurer is to certify the property tax rate to the County Auditor before June 22.

12. Budgets for the General and Capital Projects Funds are adopted on a basis consistent with generally
accepted accounting principles (GAAP).

Summaryf'o‘f Action Required for Budget Changes:

The Council may, by resolution, transfer unexpended appropriations from one department to another
department within the same fund. The budget appropriation for any department may be reduced by resolution.

Fund budgets may be increased by resolution after a public hearing.
Contributions | _
Certain proprietary fund types receive contributions for aid in construction from various sources. With the

adoptxon of GASB No. 33, these contributions that were formerly credited dlI‘CCﬂy to contributed capital
accounts are now reflected as non-operating revenue.

Compensated Absences

City policy providg_as for vested or accumulated vacation leave. All compensated absences are accrued when
incurred in the government-wide and proprietary financial statements. A liability for these amounts are
reported in governmental funds only if they have matured, for example, as a result of employee resignations and
retirements.

Use of Estimates

The preparation of the accompanying financial statements in conformity with accounting principles generally
accepted in the United States of America, requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Restricted Resources

The City's policy is to use restricted resources first to fund appropriations when an expense is incurred for
purposes for which both restricted and unrestricted net assets are available.
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FRUIT HEIGHTS CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
' JUNE 30, 2006

NOTE 2 - DEPOSITS AND INVESTMENTS
A.  Deposits

The City's deposits are carried at cost.

At June 30, 2006, the carrying amount of the City's deposits was $56,477 and the bank balance was $131,728.
Of the bank balance, $100,000 was covered by federal depository insurance.

B. Investments

At year-end investments consist of funds in the Utah Public Treasurer's Investment Fund. This investment is
administered by the State of Utah and is regulated by the Money Management Council under provisions of the
Utah State Money Management Act. The investment is not categorized as to credit risk because it does not

represent a security that exists in physical or book entry form. Investments are carried at cost which
approximates their fair value.

Investments not subject to categorizations:

Camrying Market
Amount Value
Utah Public Treasurer's Investment Fund $ 2,486,558 $ 2,485,762
C.  Summary
Carrying
Amount
Deposits $ 56,477
Investment _in Utah Public Treasurer's Investment Fund 2,486,558
Total deposits and investments $ 2,543,035
Eduity in pooled cash and investments $ 1,915,869
Restricted cash - special assessment 267,652
Restricted cash - water fund 103,764 y
Restricted cash - capital projects 42,375
Restricted cash - general fund 157,633
Restricted cash - subdivider guarantee deposits 55,742
Total deposits and investments $ 2,543,035

Deposit and Investment Risk Disclosure. Deposits and investments for Fruit Heights City are governed by the Utah
Money Management Act (Utah Code Annotated, Title 51, Chapter 7, "the Act") and by rules of the Utah Money
Management Council ("the Council"). Following are discussions of the City's exposure to various risks related to its
cash management activities.

Custodial credit risk - deposits.. Custodial credit risk for deposits is the risk that in the event of a bank failure, the
City's deposits may not be recovered. The City's policy for managing custodial credit risk is to adhere to the Money
Management Act. The Act requires all deposits of City funds to be in a qualified depository , defined as any financial
institution whose deposits are insured by an agency of the federal government and which has been certified by the
Commission of Financial Institutions as meeting the requirements of the Act and adhering to the rules of the Utah
Money Management Council.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2006

NOTE 2 - DEPOSITS AND INVESTMENTS (CONTINUED)

The City's deposits in the bank in excess of the insured amount are uninsured and are not collateralized, nor do state
statutes require them to be. The City's deposits at June 30, 2006 were $131,728, of which $100,000 was insured under
federal depository insurance.

Custodial credit risk - investments. For an investment, this is the risk that, in the event of the failure of the
counterparty, the City will not be able to recover the value of its investments that are in the possession of an outside
party. The City's policy for limiting credit risk for investments is to comply with the Money Management Act. The
City is authorized to invest in the Utah Public Treasurer's Investment Fund (PTIF), an external pooled investment fund
managed by the Utah State Treasurer subject to the Act and Council requirements. The PTIF is not registered with the
SEC as an investment company, and deposits in the PTIF are not insured or otherwise guaranteed by the State of Utah.
The PTIF operates and reports to participants on an amortized basis. The income, gains and losses, net of
administrative fees, of the PTIF are allocated based upon the participant's average daily balance. The PTIF pool has
not been rated.

Credit risk. Credit risk is the risk that the counterparty to an investment transaction will not fulfill its obligations.
The City's policy for limiting the credit risk of investments is to comply with the Money Management Act. The Act
requires investment transactions to be conducted only through qualified depositories, certified dealers, or directly with
issuers of the investment securities. Permitted investments include deposits of qualified depositories; repurchase
agreements; commercial paper that is classified as "first-tier" by two nationally recognized statistical rating
organizations, one of which must be Moody's Investor Services or Standard & Poors; bankers acceptances; obligations
of the U.S. Treasury and U.S. government sponsored enterprises; bonds and notes of political subdivisions of the State
of Utah; fixed rate corporate obligations and variable rate securities rated "A" or higher by two nationally recognized
statistical rating organizations; and shares in a money market fund as defined in the Act.

Interest rate risk . Interest rate risk is the risk that changes in interest rates of debt investments will adversely affect
the fair value of an investment. The City manages its exposure by adhering to the Money Management Act. The Act
requires that the remaining term to maturity of investments may not exceed the per1od of availability of the funds to be
invested.

Concentration of credit risk. The City's investment in the Utah Public Treasurer's Investment Fund has no
concentration of credit risk.
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NOTE 3 - CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2006, was as follows:

_ Balance Balance
PRIMARY GOVERNMENT June 30, 2005 Additions (Deletions) June 30, 2006
GOVERNMENTAL ACTIVITIES

Nondepreciated Assets
Land $ 862,225 $ - $ (6,727) $§ 855,498
Water rights 988 - C - 988
Total nondepreciated assets 863,213 - (6,727) 856,486
Depreciated Assets
Infrastructure - 1,757,645 - 1,757,645
Vehicles 501,050 - - 501,050
Improvement_s-nonbuilding 328,377 107,471 - 435,848
Machinery and equipment 87,273 - - 87,273
Buildings 884,267 - - 884,267
Total depreciated assets 1,800,967 1,865,116 - 3,666,083
Less accumulated depreciation
Infrastructure - (17,576) - (17,576)
Vehicles (320,180) (38,322) - (358,502)
Buildings (220,541) (22,404) - (242,945)
Machinery and equipment (35,649) (6,463) - (42,112)
Improvements (92,330) (18,226) - (110,556)
Total (668,700) (102,991) - (771,691)
Net assets depreciated 1,132,267 1,762,125 - 2,894,392
Governmental activities capital assets, net $ 1995480 § 1,762,125 § (6,727) "§ 3,750,878
BUSINESS-TYPE ACTIVITIES
Nondepreciated Assets
Land 3 98,783 $ - 3 - $ 98,783
Water rights 16,115 - - 16,115
Work in progress - 480,806 - 480,806
Total nondepreciated assets 114,898 480,806 - 595,704
Depreciated Assets
Improvements-nonbuilding

Infrastructure - 834,201 - 834,201

Water system 3,669,422 97,685 - 3,767,107

Sewer system 1,847,298 - (1,847,298) -

Irrigation water system 297,068 - - 297,068

~ Storm water system 541,547 - - 541,547
Equipment

Water system 73,593 - - 73,593

Sewer system 20,396 - - 20,396

Total depreciated assets 6,449,324 931,886 (1,847,298) 5,533,912
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NOTE 3 - CAPITAL ASSETS (CONTINUED)

Balance
June 30, 2005 Additions

Balance
(Deletions) June 30, 2006

BUSINESS-TYPE ACTIVITIES (CONTINUED)
Less accumulated depreciation
Improvements-nonbuilding

Infrastructure 5 - ) 4,175) § - $ (4,175)
Water system (693,080) (74,365) - (767,445)
Sewer system (299,774) (18,473) 318,247 -
Irrigation water system (3.961) (5,941) - (9,902)
‘Storm water system (10,555) (14,998) - (25,553)
Equipment
Water system (48,3006) (5,534) - (53,840)
Sewer system (6,208) (2,580) - (8,788)
Total . (1,061,884) (126,066) 318,247 (869,703)
Net assets depreciated 5,387,440 805,820 (1,529,051) 4,664,209
Business-type activities capital assets, net $ 5,502,338 $ 1,286,626 $ (1,529,051) $ 5,259,913
DEPRECIATION EXPENSE
: Governmental Business
Types Types Totals
General government $ 46,443 3 - 3 46,443
Parks 18,226 - 18,226
Internal service 38,322 - 38,322
Sewer - 21,053 21,053
Water - 90,015 90,015
Storm water - 14,998 14,998
 TOTAL $ 102,991 $ 126,066 § 229,057
NOTE 4 - LONG-TERM DEBT
Long-term liability activity for the year ended June 30, 2006, was as follows: ,
Interest Outstanding Outstanding Current
Description , Rate 6/30/05 Additions Payments 6/30/06 Portion
BUSINESS TYPE
Water utility fund:
Promissory note -
Land purchase 8.5% $§ 18433 $ - 3 18,433 $ - $ -
Revenue obligation '5.0% 300,000 - 15,000 285,000 15,000
Total water utility $ 318433 § - $§ 33433 § 285000 $ 15,000
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NOTE 4- LONG—TERM DEBT (CONTINUED)

Promissory Note - Municipal Revenue Obligation

On June 15, 2004, the City entered into a loan agreement evidenced by a promissory note in the amount of $300,000
with interest at the annual rate of 5% simple interest. The proceeds are to be used to fund the Fruit Heights City East
Bench Pressure Irrigation Special Improvement district which is the vehicle to construct a pressure irrigation delivery
system for some residents in Fruit Heights who will repay their individual assessments for participation in the
irrigation system. It is the intent that this obligation is to be 2 Municipal Revenue Obligation of the specific group of
participants/residents of the City and not a General Obligation of the City. The terms are as follows:

Principal balance shall be repaid as it is received by Fruit Heights City in no more than twenty (20) annual payments
of $15,000 beginning October 31, 2005. The note can be prepaid at any time without prepayment penalty. Interest
shall be calculated on the outstanding principal balance quarterly and paid annually on July 31 of each year beginning
July 31, 2005. Interest shall commence to accrue as of June 15, 2004.

The special assessment was made to residents. The City will collect the payments from the residents and then make
the required payments on the promissory note.

Annual requirements to amortize long-term debt as of June 30, 2006 - Revenue Obligation Promissory Note:

Revenue Obligation

June 30, Principal Interest Total
2007 § 15,000 § 11,049 $ 26,049
2008 15,000 13,753 28,753
2009 15,000 13,003 28,003
2010 15,000 12,253 27,253
2011 15,000 11,503 26,503
2012 15,000 10,752 25,752
2013 15,000 10,002 25,002
2014 15,000 9,253 24,253
2015 15,000 8,502 23,502
2016 15,000 7,753 22,753
2017 15,000 7,002 22,002
2018 15,000 6,253 21,253
2019 15,000 5,502 20,502
2020 15,000 4,753 19,753
2021 15,000 4,002 19,002
2022 15,000 3,253 18,253
2023 15,000 2,502 17,502
2024 15,000 1,753 16,753
2025 15,000 1,002 16,002

$ 285,000 143,845  § 428,845

Fwd... 29




FRUIT HEIGHTS CITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2006

NOTE 5 - LOCAL GOVERNMENT - COST SHARING

Plan Description. Fruit Heights City contributes to the Local Governmental Noncontributory Retirement System and
the Public Safety Noncontributory Retirement System for employers with Social Security coverage, cost-sharing
multiple-employer defined benefit pension plans administered by the Utah Retirement Systems. Utah Retirement
Systems provide refunds, retirement benefits, annual cost of living adjustments and death benefits to plan members
and beneficiaries in accordance with retirement statutes.

The systems are established and governed by the respective sections of Chapter 49 of the Utah Code Annotated, 1953,
as amended. The Utah State Retirement Office Act in Chapter 49 provides for the administration of the Utah
Retirement Systems and Plans under the direction of the Utah State Retirement Board whose members are appointed
by the Governor. The Systems issue a publicly available financial report that includes general-purpose financial
statements and required supplementary information for the Local Governmental Noncontributory Retirement System.
A copy of the report may be obtained by writing to the Utah Retirement Systems, 540 East 200 South, Salt Lake City,
UT 84102 or by calling 1-800-365-8772.

Funding Policy. In the Local Governmental Noncontributory Retirement System, Fruit Heights City is required to
contribute 11.09% of their annual covered salary. The contribution rates are the actuarially determined rates. The
contribution requirements of the Systems are authorized by statute and specified by the Board.

Fruit Heights City contributes to the Local Governmental Noncontributory Retirement System. The contributions for
June 30, 2006, 2005, and 2004, were $39,616, $42,133, and $35,757, respectively. The contributions were equal to
the required contributions for each year.

Fruit Heights City also participates in a defined contribution 401K plan for employees. The contributions were as
follows: '

Employee Employer

2006 $ 25562 $ 18,806
2005 $ 23,437 $ 19,680
2004 $ 24725 § 24,718

NOTE 6 - POST-EMPLOYMENT BENEFITS

The only post-employment benefit offered by the City is health insurance for eighteen (18) months following
termination. Employees covered and eligible are all employees who were covered by the insurance during
employment. The participant is required to pay 100% of the premiums. The City is not required to contribute and
therefore incurs no expense.

NOTE 7 - RISK MANAGEMENT

Fruit Heights City is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; and natural disasters for which the City carries commercial insurance. The City maintains
comprehensive insurance coverage in aggregate amounts sufficient to protect against all reasonably foreseeable
liability risks. Specific liability policies purchased include automobile, general liability, property, bond (employee
dishonesty), treasurer, public officials and officers, excess liability, and workman’s compensation. As of June 30,
2006, there is no anticipation of unpaid claims. Therefore, a liability is not accrued. Settlement amounts have not
exceeded coverage for the current year or the three prior years.
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NOTE 8 - DEFERRED REVENUE

Deferred revenues are resource inflows that do not yet meet the criteria for revenue recognition. The City follows
GASB Statement No.33 which reports property taxes currently receivable to be used in the following fiscal year as
deferred revenue.

NOTE 9 - AMOUNT TO BE PROVIDED FOR COMPENSATED ABSENCES

This amount represents the accumulated unpaid vacation and compensatory time which would be paid if employees
terminated employment June 30, 2006, and 2005, $60,890 and $64,117 respectively.

NOTE 10 - INTER-FUND TRANSFERS
During the year ended June 30, 2006, budgeted interfund operating transfers were as follows:

Transfer from General Fund $ 39,000
Transfer to Capital Projects (39,000)
Transfer from Sewer Fund 413,367
Transfer to Capital Projects (413,367)
$ -

NOTE 11 - INTERFUND CHARGES FOR SERVICES
During the year ended June 30, 2006, the interfund charges for services were as follows:

Internal Service Fund - vehicle and equipment operating costs charged to:

Water fund $ 31416
Sewer fund 6,664
Storm water fund 6,664
General fund 50,456
895200

General Fund charges for services administrative cost share charged to:

Water fund $ 32,881
Sewer fund 32,881
Solid waste fund 32,881
Storm water fund 32,881

$ 131,524

General fund building costs share charged to:

Water fund $ 1,800
Sewer fund 1,800
Solid waste fund 1,800
Storm water fund 1,800
$ 7,200
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NOTE 12 - INTEREST EXPENSE

The 'propr'ietary funds incurred $16,686 in interest expense of which $16,686 was charged to expense and $-0- was

capitalized.

NOTE 13 - RESERVATIONS OF FUND BALANCE/RETAINED EARNINGS

Reserved for Park Impact Fees - This represents park impact fees collected and restricted for park improvements.

Reserved for Water and Storm Water Impact Fees - This represents impact fees collected and restricted for water and

storm water improvements.

Reserved for Class “C” Road - This represents the excess of Class “C” Road funds received over the amount spent.

Reserved for Capital Project - The City is setting aside funds in a reserve for major capital improvements.

Reserved for Emergencv Preparedness - This represents required reserve for unexpended amounts from state grants.

Reserved for Specml Assessment - This represents amounts assessed to residents for pressurized 1mgat10n system,
collected and held for repayment of loan.

NOTE 14 - PROPERTY TAX CALENDAR

Lien date Jan. 1

Taxing entity notifies the county of date, time, and place of public hearing Mar. 1

Budget officer of the entity prepares and files with the City Council a tentative 1st scheduled

budget for the next fiscal year council meeting
: in May

County auditor sends valuation certified tax rate and levy worksheets to each
taxing entity. Jun. 8

Taxing entity must adopt a proposed tax rate, certify the rate and levy, and Before
submit to the county auditor Jun. 22

' Taxing entity adopts a final tax rate if there is no increase in certified tax rate  Jun. 22
‘Taxing entity adopts final budget if there is no increase in certified tax rate Jun. 22
Copy of the budget is submitted to state auditor within 30 days of adoption

: . Payment and delinquency date Nov. 30

NOTE 15 - TRANSFER OF SEWER LINES

Effective January 1, 2006, the City transferred all sewer lines to Central Davis Sewer District at book value:

Original cost ' $ 1,847,298

Less accumulated depreciation (318,247)

Loss on disposifion of lines $ 1,529,051
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NOTE 16 - EXPLANATION OF CERTAIN DIFFERENCES

The proprietary fund Statement of Net Assets includes a reconciliation between net assets - total enterprise funds and

. net assets of business-type activities as reported in the government-wide Statement of Net Assets. The description of

the sole element of that reconciliation is "Adjustment to reflect the consolidation of internal service fund activities
related to enterprise funds." The details of this $20,004 difference are as follows:

Internal receivable representing charges in
excess of cost to business type activities -
prior years . ‘ $ 11,241

Internal receivable representing charges in
excess of cost to business type activities -
current year 8,763

Net adjustment to increase net assets - total
enterprise funds to arrive at net assets -
business-type activities $ 20,004
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FRUIT HEIGHTS CITY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES TO FUND BALANCES -

BUDGET AND ACTUAL
GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2006

Revenues

Taxes:
Property taxes
Fees-in-lieu taxes
Redemptions
Sales tax

Total taxes

Licenses and permits:
Business licenses and permits
Building permits
Franchise tax

Total licenses and permits

Intergovernmental:
Class "C" roads
State liquor allotment
State grants

Total intergovernmental

Charges for services:
Public property rent
Subdivision and engineering fees
Inspection fees
Building rent

~ Administrative services

Park fees
Youth recreation

Total charges for services
Fines and forfeitures

Other revenues:
Sale of assets
Interest earnings
Miscellaneous

Total other revenues

Total revenues

Budgeted Amounts Variance
Favorable
Original Final Actual  (Unfavorable)
$ 306,015 $ 306,015 $ 317,856 $ 11,841
60,000 60,000 60,974 974
9,000 9,000 20,375 11,375
350,000 350,000 424,313 74,313
725,015 725,015 823,518 98,503
4,000 4,000 3,925 (75)
171,410 171,410 192,302 20,892
30,000 30,000 32,640 2,640
205,410 205,410 228,867 23,457
140,000 140,000 151,914 11,914
2,000 2,000 2,776 776
2,500 12,500 14,381 1,881
144,500 154,500 169,071 14,571
300 300 526 226
30,000 30,000 52,634 22,634
25,000 25,000 72,824 47,824
- 7,200 7,200 -
138,724 131,524 - 131,524 -
1,000 1,000 3,687 2,687
22,200 122,200 9,066 (13,134)
217,224 217,224 277,461 60,237
66,000 66,000 - 73,500 7,500
- - 45 45
3,000 3,000 18,281 15,281
600 600 9,103 8,503
3,600 3,600 27,429 23,829
1,361,749 1,371,749 1,599,846 228,097
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FRUIT HEIGHTS CITY

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL (CONTINUED)
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2006

Budgeted Amounts Variance
Favorable
Original Final Actual (Unfavorable)
Expenditures
Current: :
General government:
Mayor and council $ 32,600 32,600 32,811 (211)
Judicial 63,800 63,800 59,156 4,644
Executive 99,500 99,500 90,200 9,300
‘City Treasurer 76,500 76,500 61,080 15,420
City Recorder 32,200 44200 33,928 10,272
-Audit ' 7,000 7,000 8,600 (1,600)
Attorney 25,000 25,000 33,425 (8,425)
City Hall operations 14,400 14,400 11,611 2,789
Non—departmental 158,800 158,800 129,873 28,927
Elections 4,000 4,000 2,987 1,013
Vehicle operations 50,456 50,456 50,456 -
Planning and zoning 43,500 43,500 55,366 (11,866)
Emergency preparedness 3,500 13,500 12,146 1,354
~Total general government 611,256 633,256 581,639 51,617
Public safety: A
- Law enforcement 119,500 119,500 111,798 7,702
Fire protection 100,336 100,336 100,336 -
. Protective inspection 117,000 117,000 74,635 42,365
Total public safety 336,836 336,836 286,769 50,067
Roadways:
Roads 122,400 122,400 125,693 (3,293)
-"Class "C" Roads 274,000 274,000 161,278 112,722
Total roadways 396,400 396,400 286,971 109,429
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SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -

BUDGET AND ACTUAL (CONTINUED)
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2006

Budgeted Amounts Variance
| Favorable
‘ “ Original Final Actual  (Unfavorable)
Expenditures - Continued
Parks and recreation:
- Parks $§ 110,200 $ 110,200 $ 92,856 § 17344
Recreation o | 58,600 58,600 27,938 30,662
Total parks and refcreation 168,800 168,800 120,794 48,006
K |
Total expenditure's 1,513,292 1,535,292 1,276,173 259,119
Excess (deﬁc1ency) df revenues over
expendltures (151,543) (163,543) 323,673 487,216
‘Other financing sources (uses):
Operating transfers (out) (39,000) (39,000) (39,000) -
Excess (deficiency) of revenues and other
financing sources over (under)
expenditures and other uses (190,543) (202,543) 284,673 487216
Fund balance - beginning of year 335,456 335,456 335,456 -
Fund balance - end ofyear $ 144913 $ 132913 $ 620,129 $ 487216
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Year Impact Fees Received:

- June 30, 2004

- June 30, 2005
June 30, 2006

Reserves June 30, 2006,

Capital projects planned:

Projected schedule for expenditure:

FRUIT HEIGHTS CITY
SCHEDULE OF IMPACT FEES
JUNE 30, 2006

37

Park
Impact
Fees

$ 3,461
14,438

24,476
$42,375

Nichols Park

Improvements

2006-07
2007-08

Water
Impact
Fees

$ -

103,764
$103,764

East Oaks and
Green Road Projects

2006-07
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- | --The Clty also recelved the followmg nonmajor grants which are not requlred to be audrted for =
. ,speclﬁc comphanee requlrements (However, these programs were subj ect to testwork\ as pavt of the
audit of the Clty s ﬁnanmal statements.) - . :

vt

| E"II\JDE'PENDENT AUDITOR'S REPORT ON STATE LEGAL COMPLIANCE -

- To the Honorable Mayor and City Councﬂ
* Fruit Heights City - ,

Fruit Heights, Utah

- We have audrted the accompanylng financial statements of the governmental act1v1t1es the business-

type activities, each major fund and the aggregate remaining fund mformatlon of Fruit Helghts C1ty,

~Utah, for the year ended June 30 2006, and have issued our report thereon dated December 15,
. 2006 As. part of ¢ our audit, we have audited Fruit Heights City's comphance w1th the requirements
) govermng types of services allowed or unallowed; eligibility; matching, level of effort or’
‘ earmarkmg, reportlng, special tests and provisions apphcable to each of its major State assistance
. programs as: requued by the State of Utah Legal Compliance Audit Guide for the year ended June
= 30 2006 The C1ty received the following major State assistance programs from the State of Utah

"C" Road F unds (Department of Transportatlon)
‘ quuor Law Enforcement (State Tax Comm1ssmn)

t o

TR State and Local Assistance (SLA) Program
: - Utah Cltlzens Corps Grant

co 'Our aud1t also 1nc1uded tehtwork on the City's comphance w1th those general comphance
L - .requlrements 1dent1ﬁed in the State of Utah Legal Comphance Audit Gulde mcludmg

Pubhc Debt IR " * Truth in Taxation and Property Tax L1m1tat10ns
h ‘Cash Management = . .- Liquor Law Enforcement - ~, .~ . iy
Purchasing Requlrements o _ Uniform Building Code Standards -
' Budgetary Compliance Impact Fees R
"B" & "C"Road Funds. | . et 0 R
OtherComphance Issues SRR :" S U A o

S _'The management of Fruit Helghts City is responsible for the C1ty s compllance w1th all comphance .
o requlrements 1dent1ﬁed above, Qur respons1b111ty isto express an’ oplmon on comphance w1th those
o requlrements based on our audlt E S : ,

| 257:37h Street, Ogden, Utah 84405  TEL: (801) 399-5837 (801)621-0721 FAX: (801) 399-5830 -
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~ An audit mcludes exammmg, on a test basis, evidence about the City's comphance W1th those
;- reqmrements We beheve that our audit provides a reasonable basis for our oplmon '

. December 15 20()6
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- '_We conducted our aud1t in accordance w1th audltmg standards generally accepted Jan the Umted ,
'_.States of Amenca and Govemment Audztmg Standards , issued by the Comptroller Genera] of the | -

. United States. Those standards require that we plan and perform the audit to obtam reasonable

o assurance ‘about whether material noncompliance with the requirements referred to:above occurred.

|

‘The results of our audit procedures disclosed immaterial instances of noncomphance w1th the

requirements refprred to above, which are described in the accompanying management letter We
cons1dered these instances of noncompliance in fonmng an oplmon on comphance, whichis

; expressed 1n the followmg paragraph.

In our op1mon Fruit Hetghts City, Utah, comphed in all matenal respects w1th the general

‘compliance requn'ements identified above and the requirements governing types of services allowed

or unallowed; e11g1b111ty, matching, level of effort, or earmarking; reporting; and spec1a1 tests and

provisions that are apphcable to each of its major State assistance programs for the year ended June .
. :30,2006. - ‘
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-~ ~Ann Singleton,' CPA

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINAN CIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN -
. AUDIT OF FINANCIAL STATEMENTS PERFORMED IN - o
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS '

" To the Honorable Mayor and C1ty Council | BT o -
Fruit Heights City. _ ' - ‘
Fruit Helghts, Utah - " - : J

We have audited the ﬁnanc1al statements of the governmental activities, the busmess-type activities,
each major fund and the aggregate remaining fund information of Fruit Heights City, Utah, as of and
for the year ended June 30, 2006, and have issued our report thereon dated December 15, 2006. We
conducted our audlt in accordance with auditing standards generally accepted in the United States of
" America and the standards applicable to financial audlts contained in Governmem‘ Audztmg ‘
Standards 1ssued by the Comptroller General of the United States.

Compllance '

As part of obtalning reasonable assurance about whether Fruit Helghts City, Utah's ﬁnanclal )
statements are free of material misstatement, we performed tests of its compliance w1th certain:’
prov1s1ons of laws; regulations, contracts and grants, noncompliance with which could have a direct.

~and. matenal effect on the determination of financial statement amounts; However, providing an' -

opinion on comphance with those provisions was not an objective of our auth and, accordmgly, we
‘do not express such an opinion. The results of our tests disclosed no instances of nonCOmphance
. that are required to be reported under Government Auditing Standards . However, we noted certain
Immaterial instances of noncompliance that we have reported to the management of F ru1t Helghts
Clty, Utah, in a separate letter dated December 15, 2006. : :

Intemal Control Over Fmanc1al Reportmg

" In planmng and performing our audit, we con51dered Fruit Helghts City, Utah's 1nternal controlnver
financial reporting in order, to determme our auditing procedures for the purpose of expressing our
‘opinion on the financial statements and not to provide assurance on the internal control over | -
~financial report.lng ‘Our consideration of the internal control over financial reportxng would not .

: necessanly d1sclose all matters in'the mtemal control over. ﬁnanclal reportmg that. mlght be matenal ‘

weaknesses C

257 37th Street, Ogden, Utah 84405 TEL: (801) 399-5837 (801) 621-0721 FAX: (80D) 3995830 |
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A materlal weakness is acondmon in whlch the de51gn or operat10n of one or more of the internal 7y
S control components does not reduce to a relatively low level the risk that' m1sstatements in famounts

) that would be matenal in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of perfonnmgmthelr a$s1gn¢d

functlons We noted no matters involving the internal control over the financial reporting and its

3 .operation that we conS1der to be material weaknesses. However, we noted other matters myolvmg

., ¢ internal contyol over financial reporting that we have reported to the management of Fruit Helghts -
Cxty, Utah, in a separate letter dated December 15, 2006. -' ‘

o Th1s report 1S mtended for the information of the audit comnuttee, legislative body, management,
P -L others' ‘within the orgamzatlon and federal awarding agencies and pass-through entities and is: not
mtended to be and should not be used by anyone other than these speclﬁed partles :

g——m C/M,d.a. %—W

December 15 2006
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" Danis, Chase&
~ Assoctates, .C.

Certified Public Accountants o

e f;SteuenJ Daws CPA avpo PFS
.., Tarina Chase, CPA .~ '
Ann Singleton, CPA

To the Honorable Mayor and City Council
Fruit Heights City '
_Frurt Heights City, Utah

We have reeentiy' completed our audit examination for the year ended June 30, 2006. During the “
course of our audit, we observed a few items we feel require your consrderatron They are as fellows:

.

N Management Response

FUND BALANCE

. \

‘The unreserved find balance in the General Fund is in excess of the hmltatlons set by state

~law. Section 10-6-116(2) of the Utah Code Annotated, 1953, as amended sets forth the.

amount of the fund balance that may be accumulated in the General Fund as follows: The

o :'accumulatron of a fund balance in thé General Fund shall not exceed 18% of the total

estlmated revenue of the General Fund. -

: '-\ i We recbmrnend the excess over the maximum allowed be recogmzed in the budget of the

]current year or in the budget for the succeeding year.

Management Response

e The C1ty is aware. of the excess and w1ll either incorporate the excess in the budget when ‘

the budget s reopened and amended or in the following year.

o TREASURER'S BOND

' The City's current coverage does not provide for the City Treasurer in the proper arnount .

as provided i in the Utah Code Section 51-7-15. ‘Every public treasurer shall be bonded in

- " the amount provrded in a table required by the Utah Code.. S

: We recommend a ﬁdehty bond on the City's treasurer be obtamed in the proper amount

\
!

~ The C1ty w111 mcrease the treasurer s bond to the proper amount based on budgeted gross
R revenue R

o COURT TRUST ACCOUNT BAIL BOND ACTIVITY ‘ _ ;
o :The City's ba11 bond actrwty was not bemg reconcrled on a monthly basrs w1th the general L

ledgeraccount o --\

We recommend all bail bond actlvrty be recorded ona monthly basrs and reconcrled w1th
the general ledger account. '

"“257' 37th Street, Ogden, Utah 84405  TEL: (801) 3995837 - (801) 621-0721 FAX: (801) 399-5830 :
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We apprecrate the cooperat1on and ass1stance we have recelved from C1ty personnel dunng the
| audlt : | |

December 15 2006

' ,‘““‘Management Response

The Clty will allocate and retain interest in the impact fee accounts

ManagementResponse * \' i B

| f't The Crty will reconcrle the ba.11 bond account ona monthly basrs e
”W e

- The cost of services charged to the Utility Funds by the General fund should be based ona
R ‘reasonable allocation of costs.

) We recommend that in view of the charges in the Sewer Fund operat1ons, that the Crty
 review these cost allocations.

1s

: Managernent Response

N ‘T'hé Clty, wlll review these cost allocations for services provided. "~ . . -

'-‘;‘IMPAC EEACCOUNTING N \

I

| | The Ctty is not allocating and retamlng interest earnings in the 1mpact fee accounts when
. there are carryovers of impact fees. ‘ : y : )

L .
i - .'

o We recommend the City allocate interest to the 1mpact fee accounts when all funds ax;e not
) spent and there are unused impact fee balances. R . |
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